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Fund Stand-By Arrangements with Argentina and Paraguay 


The Governments of Argentina and Paraguay have 
entered into stand-by arrangements with the Fund 
authorizing drawings over the next 12 months of $100 
million and $5 million, respectively. These replace 
earlier stand-by arrangements, which expired for Ar- 
gentina on December 11, 1961 and for Paraguay on 
October 9, 1961. 


Since the inauguration, at the end of 1958, of a 
broad stabilization program, the Argentine Govern- 
ment has promoted the country’s economic growth with 
the help of appropriate fiscal, monetary, and exchange 
policies. Government reliance on central bank financ- 
ing has been reduced each year since the program was 
launched, and the Government plans to make no re- 
course to the Central Bank in fiscal 1961-62. Some 
inflationary tendencies, which led to a deterioration 
of the balance of payments position, reappeared this 
year after a period of comparative stability. The Cen- 
tral Bank expects to follow a substantially more re- 
strictive credit policy during 1962, in order to check 


price increases and re-establish balance of payments 
equilibrium. While the country’s reserves have declined 
during 1961, after two years of substantial growth, 
foreign liabilities of the Central Bank and net bilateral 
balances have been reduced. The new stand-by arrange- 
ment assures continued support for the Argentine re- 
serve position during a period in which the Government 
will maintain its stabilization program. Argentina’s net 
use of the Fund for such purposes amounts to $227 
million. 

Paraguay drew $1 million under the earlier arrange- 
ment; its net drawings on the Fund now amount to 
$3.75 million. During the past year Paraguay’s exports 
have increased and its reserve position has improved; 
the immediate prospects are encouraging. The Govern- 
ment sees a continuing need, however, for cautious 
monetary and fiscal policies, supported by stand-by 
assistance from the Fund. 

Sources: International Monetary Fund, Press Releases, 
Washington, D. C., December 8, 1961. 


The United Kingdom and the EEC 


The text of the statement made for the United King- 
dom by Mr. Edward Heath, Lord Privy Seal, at the 
meeting with ministers of the European Economic 
Community (EEC) on October 10, 1961, has now 
been officially released. 


Mr. Heath began by reviewing the general implica- 
tions of the United Kingdom’s application. The out- 
come of the discussions would, he said, determine. the 
future shape of Europe. The United Kingdom had 
taken a great decision. “In saying that we wish to join 
the EEC, we mean that we desire to become full, 
wholehearted and active members of the European 
Community in its widest sense and to go forward with 
you in the building of a new Europe.” 

Outlining the position of H.M. Government with 
regard to the Treaty of Rome, Mr. Heath said that 
the Government were ready to subscribe fully to its 
aims: “In particular, we accept without qualification the 
objectives laid down in Articles 2 and 3 of the Treaty of 
Rome, including the elimination of internal tariffs, a 
common customs tariff, a common commercial policy, 
and a common agricultural policy. We are ready to 
accept, and to play our full part in, the institutions 
established under Article 4 of the Treaty. So far as 
we can judge at this stage, we see no need for any 
amendments to the text of the Treaty... . We think 


it should be possible to deal with our special problems 
by means of protocols.” Mr. Heath added that the 
United Kingdom would be prepared to negotiate also 
for entry into the European Community for Coal and 
Steel and into Euratom. 


On the question of the common tariff, Mr. Heath 
said that the United Kingdom was ready to accept the 
structure of the present EEC tariff as a basis, and sug- 
gested that this should be reduced by a further 20 
per cent. 

Mr. Heath then dealt with what he called “the three 
major problems posed by the particular circumstances 
of the United Kingdom,” i.e., Commonwealth trade, 
U.K. agriculture, and the European Free Trade Asso- 
ciation (EFTA). “Commonwealth trade,” he said, 
“is one of the strongest elements in maintaining the 
Commonwealth association. It would be a tragedy if 
our entry into the Community forced other members 
of the Commonwealth to change their whole pattern of 
trade and consequently perhaps their political orienta- 
tion. I do not think that such a development would be 
in your interests any more than in ours.” While recog- 
nizing that the problem of Commonwealth trade was 
more extensive in scale and range than those which the 
EEC had faced when negotiating the Treaty of Rome, 
Mr. Heath said that the differences should not be exag- 
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gerated. Thirty-six per cent of the United Kingdom’s 
imports came from the Commonwealth; but he thought 
that he was correct in saying that over 20 per cent of 
Metropolitan France’s imports came from territories 
having a special relationship with France. Mr. Heath 
went on to deal at length with the problems of indi- 
vidual commodities. He referred especially to the prob- 
lem of imports from the less developed countries and 
said: “There is increasing international recognition that 
developed countries have a duty to facilitate interna- 
tional trade in this field as much as they can... . You 
will probably agree that it would not be in the general 
interest that the United Kingdom should erect fresh 
tariff barriers to cut back such trade.” For tropical 
products, he suggested free entry into the U.K. market, 
or a very low common tariff. He instanced tea and 
cocoa as commodities where a zero or very low tariff 
would greatly assist India, Ceylon, and Ghana. Most 
raw materials should not create difficulties, as the com- 
mon tariff was zero, but on five where it was substantial, 
and which were of great importance to several Com- 
monwealth countries, a zero tariff would be sought. 
Those were aluminum, woodpulp, newsprint, lead, and 
zinc. Mr. Heath also explained the importance to 
the Commonwealth of the U.K. market for manu- 
factures, but said he nevertheless recognized that indefi- 
nite and unlimited conditions of free entry over the 
whole of this field might not be regarded as compatible 
with the development of the Common Market, adding, 
“We are willing to discuss ways of reconciling these two 
conflicting considerations.” 

On temperate foodstuffs, he said: “Australia, New 
Zealand, and Canada, in particular, have vital interests 


IBRD Loan to Venezuela 


The World Bank on December 13 made a loan equiv- 
alent to $45 million to provide the foreign exchange 
for imported equipment, materials, and engineering 
services needed for the construction of two express 
highways in north-central Venezuela. The loan is for 
20 years and bears interest at 5% per cent, including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
January 1, 1966. Five commercial banks in the United 
States are participating in the loan, without the World 
Bank’s guarantee, for a total amount of $943,000, 
representing the first maturity and part of the second 
falling due between January and July 1966. This is 
the Bank’s first loan to Venezuela. 


Source: International Bank for Reconstruction and 
Development, Press Release, 


D. C., December 13, 1961. 


Washington, 


in this field for which special arrangements must be 
made.” The United Kingdom had both moral and con- 
tractual obligations to many Commonwealth countries, 
on the basis of which the latter had planned the devel- 
opment of their economies. The problem, therefore, was 
to reconcile obligations to the Commonwealth with the 
common agricultural policy as it evolved. He hoped 
that these countries could be given in the future the 
opportunity of outlets for their produce comparable to 
those they now enjoyed, and said that if this principle 
were adopted agreement on the detailed arrangements 
required should be possible. 

On the question of U.K. agriculture, Mr. Heath said, 

. we start from common ground. The agricultural 
objectives of the Treaty of Rome are in line with the 
objectives of our own agricultural policy.” 

Finally, he said that it had long been the United 
Kingdom's view that the present division of Western 
Europe into two economic groups—a division which 
seemed to have political as well as economic dangers— 
should be brought to an end. “The United Kingdom 
and Denmark,” he concluded, “have already applied for 
full membership |of the EEC]. . . . H.M. Government 
earnestly trusts that when the other EFTA countries 
have explained where they stand, it will be possible to 
agree on ways and means of meeting their legitimate in- 
terests. | am sure you will appreciate that, given our 
obligations to our EFTA partners, we should not our- 
selves be able to join the Community until this had been 
done.” 


Source: The United Kingdom and the European Eco- 
nomic Community (Cmnd. 1565), London, 
England, November 1961. 


IDA Credits fo india, Pakistan, and China (Taiwan) 


The International Development Association (IDA) 
on November 22 extended to /ndia three development 
credits totaling $22.5 million for projects to increase 
agricultural production: $8 million to assist the Salandi 
project for the irrigation of about 225,000 acres in the 
State of Orissa, in eastern India; $4.5 million to help to 
finance the completion of the Shetrunji project for the 
irrigation of 86,000 acres in the State of Gujaret, in 
the west; and $10 million to assist a project of flood 
protection and surface drainage of about 8 million acres 
in the State of Punjab, in the north. 


Also on November 22, the IDA extended a develop- 
ment credit equivalent to $2 million to Pakistan to help 
to finance the installation of cargo and passenger facili- 
ties at five main inland river ports, two of which serve 
the Greater Dacca Area, the most important com- 
mercial center in East Pakistan. This is the second 
IDA credit to Pakistan; $1 million was extended in 
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October 1961 for an irrigation project, also in East 
Pakistan (see this News Survey, Vol. XIII, p. 341). 


On December 1, the IDA extended a credit equiv- 
alent to $5 million to the Republic of China for use by 
the China Development Corporation in financing pri- 
vate industry in Taiwan. The Corporation is the only 
bank in Taiwan providing long-term financing, both in 
local currency and in foreign exchange, and plays an 
important role in the development of private industry 
under China’s current Four-Year Plan. This is the 
fourth IDA credit to the Republic of China, and brings 
the total committed to $15.3 million (see this News 
Survey, Vol. XIII, pp. 265 and 274). 


All the credits are free of interest and are repayable 
in foreign exchange over a term of 40 years beginning 
in 1972. From then on, 1 per cent per annum of the 
principal will be repayable for 10 years and 3 per cent 
per annum will be repayable for the final 30 years. 
A service charge of % of | per cent per annum on the 
amount withdrawn and outstanding will be made to 
meet the IDA’s administrative costs. 


Sources: International Development Association, Press 
Releases, Washington, D. C., November 22 
and December 1, 1961. 


Europe 


Bank Credit in Norway 


The banking statistics for Norway for October 1961 
showed that the commercial banks had succeeded in 
reducing their domestic credits to the level stipulated 
by the Bank of Norway, viz., to NKr 6,300 million 
before the end of October (see this News Survey, Vol. 
XIII, p. 210). At the end of June these loans amounted 
to NKr 6,632 million, while at the end of October 
they had been reduced to NKr 6,186 million. Simul- 
taneously, the banks considerably increased their lend- 
ing denominated in foreign currencies, which at the 
end of June amounted to NKr 461 million and at the 
end of October to NKr 608 million. Correspondingly, 
the banks increased their own borrowing in foreign cur- 
rency from NKr 564 million at the end of June to 
NKr 686 million at the end of October. (At the end 
of October 1960, foreign borrowing had amounted to 
NKr 293 million and lending in foreign currency to 
NKr 235 million. ) 


The Bank of Norway had also recommended that 
the individual savings banks should reduce their loans 
on November | to a level not more than 7 per cent 
higher than a year ago. At the end of October the 
aggregate loans of the savings banks were slightly 
above this limit. 

Source: Statistisk Sentralbyra, Statistisk Ukehefte, 
Oslo, Norway, November 23, 1961. 


Norwegian Import Liberalization 

The Norwegian Ministry of Commerce has drawn 
up a program for the elimination, in three steps, of the 
remaining import restrictions on industrial goods (see 
this News Survey, Vol. XIII, p. 335). Most of the 
remaining restricted items will be placed on the list of 
free imports on January 1, 1962; this group will in- 
clude chocolate, porcelain, glassware, nondomestic 
refrigerators, and plywood. The second group, includ- 
ing vegetable oil, biscuits, and soap powder, will be 
freed on July 1, 1962. The third group of items will 
be added to the list of free imports at the end of 1962 
and will include refined fat, refrijerators for 
hold use, and television receivers. 

For a few commodities, e.g., wood tar, charcoal, and 
rice, special circumstances make it necessary for the 
Ministry of Commerce to undertake further study be- 
fore scheduling their liberalization. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, November 17, 1961. 


Finnish-U.S.S.R. Trade 


According to a new protocol covering trade in 1962 
between Finland and the U.S.S.R., Finnish imports 
from the U.S.S.R. are expected to amount to 150 mil- 
lion rubles, 17 per cent more than in 1961, while 
Finnish exports to the U.S.S.R. are expected to rise 
by 34 per cent, to 160 million rubles. Trade is being 
balanced by payments in 1962 for deliveries which 
either already have been made or, according to the 
agreement, will not be made until 1963-64. The in- 
crease in Finnish exports will be mainly in products of 
the metal industry, including 16 million rubles for the 
Tulema power plant, which is being constructed by a 
Finnish company, complete plants for the woodpulp 
and paper industry, and a number of ships, the largest 
of which is an ice breaker for use in polar waters. 
There will be a small decline in Finnish exports of 
forest products. 

The largest increase in Finnish imports from the 
U.S.S.R. will be in liquid and solid fuels, fertilizers, and 
unprocessed metals. The grain quota has also been in- 
creased, but 140,000 tons of grain will be re-exported 
to Poland (see also this News Survey, Vol. XIII, 
p. 343). 

Calculated in Finnish markkas, the value of Finnish 
imports from the U.S.S.R. in 1962 may increase to 
Fmk 50-55 billion ($156-172 million), or about one 
seventh of estimated total Finnish imports in 1962. 
Source: Hufvudstadsbladet, Helsinki, Finland, Novem- 

ber 29, 1961. 


house- 


German Development Aid 

Total foreign aid commitments by the Government 
of the Federal Republic of Germany—including those 
through international bodies—are estimated to reach 
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nearly DM 6 billion ($1.5 billion) by the end of 1961. 
The Federal Ministry of Economics is seeking au- 
thorization to commit a further DM 1.7 billion during 
1962. 

It is expected that some DM 4 billion ($1 billion) 
will have been disbursed by the end of 1962—about 
DM 3 billion for investment and DM 1 billion for tech- 
nical and other assistance. Beginning in 1963, de- 
velopment aid from the Federal Republic is expected 
to be roughly in line with the goal of about DM 2.5 
billion annually; this would be equivalent to about | 
per cent of the gross national product. Of the annual 
development aid from federal sources, DM 2 billion is 
earmarked for bilateral and multilateral assistance in 
cash or commodities and DM 500 million for technical 
and other assistance. 


Among the latest German contributions is one of 
DM 12 million for the special UN fund for the Congo. 
In addition to such multilateral contributions, the Fed- 
eral Republic is providing bilateral assistance to the 
Congo by training young Congolese in various fields; 
further bilateral aid is under preparation. 


Sources: Der Bundesminister fiir Wirtschaft, Tages- 
Nachrichten, Bonn, Germany, November 10, 
1961; Handelsblatt, Diisseldorf, Germany, 
December 4, 1961. 


Wage Policies in France 

The disparities in France between wage increases 
within the private sector, and between wage increases 
in the private and public sectors, have given rise to 
social unrest during recent weeks, and to uncertain- 
ties about future economic developments. Between 
October 1960 and October 1961, hourly wages in the 
private sector in France increased by 7.6 per cent, 
and allowing for a slight lengthening in the average 
workweek and for payments for overtime and various 
premia, total wages in the private sector are estimated 
to have increased by about 9 per cent over 1960. The 
increase benefited chiefly skilled labor, as the minimum 
legal wage, received by about 500,000 workers, re- 
mained stable between October 1960 and December 
1961, when it was raised by 2.9 per cent. In the public 
sector, which includes the civil service and the nation- 
alized enterprises, increases have lagged behind those 
obtained in the private sector: in addition to a 6.5 per 
cent increase in the public sector scheduled for the 
period July 1961-December 1962, the Government 
decided recently on an additional 2.25 per cent in- 


crease to reflect the increase in prices during the second 
half of 1961. 


On December 4, 1961, M. Michel Debré, the Prime 
Minister, pointed out that full employment had 
resulted in wage increases in the private sector which 
were larger than the increase in productivity and had 


thus led to increases in industrial prices, which might 
threaten the competitiveness of French products in in- 
ternational markets. The Government during the last 
three years had encouraged the establishment of new 
enterprises in Brittany, where some sources of man- 
power were still available; it had also made great efforts 
to improve education and to train unskilled labor. In 
order to limit price increases, import duties on indus- 
trial products had been reduced by 10 per cent in 1961 
(see this News Survey, Vol. XIII], pp. 92 and 293) 
and would be reduced further early in 1962. Finally, 
the Government would continue its efforts to persuade 
employers to limit wage increases (see this News Sur- 
vey, Vol. XIII, p. 84). 

Emphasizing that the expansion of economic activity 
which had taken place since the end of 1959 had 
benefited all Frenchmen, the Prime Minister said that 
some disparities were inevitable and that wages in the 
public sector should not necessarily be on a par with 
those in the private sector. Disparities should not, 
however, exist between different parts of the public 
sector. Further increases in the public sector could 
not be envisaged before 1963, and wage increases in 
the public sector must not be allowed to lead to in- 
creases in the budget deficit. The Government had 
accordingly made further adjustments in the revenue 
and expenditure figures in the 1962 budget so as to 
prevent the above-mentioned increase of 2.25 per 
cent in wages from increasing the deficit. 

Referring to the fourth Modernization and Equip- 
ment Plan, for the period 1962-65 (see this News 
Survey, Vol. XIII, p. 333), the Prime Minister an- 
nounced that there would be an annual review of the 
fulfillment of the Plan. Disparities between the in- 
creases in the various categories of incomes would then 
be looked at, and the Government, after consulting 
the representatives of the employers’ organizations and 
of the trade unions, would examine the extent to which 
these disparities might be reduced, and would forecast 
the wage increases which would be possible without 
straining the economy and giving rise to inflation. 
Sources: Le Monde, Paris, France, December 5 and 6, 

1961. 


Turkey's Future Economic Policy 

On November 27, 1961 the Prime Minister of 
Turkey, Mr. Ismet Inonu, presented to the National 
Assembly and the Senate a statement on the policies 
of his new Government. He emphasized particularly 
agricultural development: productivity would have to 
be increased, soil erosion halted, rural credits im- 
proved and facilitated, and urgent attention given 
to land reform. The land tax on agricultural areas 
would be abolished, and taxation of agricultural income 
would be revised. Mr. Inonu also announced a pro- 
gram of public works, addressed particularly to the 
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need for greater exploitation of hydroelectric resources, 
an intensification of irrigation, and improvements in 
transport services. He stressed that Turkey’s export 
performance would have to be improved. The present 
tax laws were to be revised in order not to hinder 
industrial expansion and investments by the private 
sector. Foreign capital investments were also to be 
encouraged. Industrialization was recognized as one 
of the main keys to solving the problem of under- 
employment. Special attention would be given to the 
utilization of Turkey’s subsoil resources. The manage- 
ment of the State economic enterprises was to be free 
from political interference. Labor was to be granted 
the right to strike and to enforce collective wage agree- 
ments. The deduction of compulsory contributions to 
savings bond issues from workers’ earnings would be 
discontinued. An active housing policy was to be pur- 
sued. In its economic policy decisions, the Government 
would place great reliance on the State Planning Or- 
ganization. Special emphasis would be given to tech- 
nical and professional training as a prerequisite for 
success of the country’s development effort, as well as 
to improving education. The Prime Minister’s speech 
was welcomed in business circles, and it is hoped that 
economic activity will now revive. 

The Minister of Finance, Mr. Sefik Inan, on Decem- 
ber 1, 1961 gave an outline of the general budget for 
the fiscal year March 1, 1962-February 28, 1963. 
Including investment expenditures of LT 3.2 billion 
(compared with LT 2.7 billion in 1961), expenditure 
was put at LT 10 billion ($1.1 billion), compared with 
LT 8.68 billion for the fiscal year 1961; estimates sub- 
mitted by the various government departments had 
amounted to LT 14 billion. Budget revenue was esti- 
mated at LT 8.3 billion. 

A 15 per cent increase in the salaries of government 
employees, for which legislative approval had already 
been given under the revolutionary government and 
which was to become effective early in 1962, will be 
postponed. The Cabinet has decided to do without 
the salaries granted to ministers and will be satisfied 
with their remuneration as members of Parliament. 


“EIU” Studies & Economic Affairs, Turkish 
Economic News Summary, December 1, 
1961, and Le Journal d’Orient, December 2, 
1961, Istanbul, Turkey. 


Sources: 


Africa 
European Financing of Projects in Africa 


In October 1961 the European Economic Com- 
munity’s Overseas Development Fund (FEDOM) ap- 
proved the financing of 13 projects in Africa, totaling 
$18.8 million. They comprise the construction of high 
schools, mining research, and soil surveys, in Senegal, 
Mali, Dahomey, Togo, and Ruanda-Urundi; and water 


conservation and the construction of a fishing port, a 
slaughterhouse, port facilities, and roads, in Mali, 
Mauritania, Cameroun, and Somalia. 
The total of projects financed by FEDOM so far is 
198, totaling $221 million. 
Source: Industries et Travaux d’Outre Mer, 
France, November 1961. 


U.S. Goods for the Congo 

An agreement has recently been reached between 
the Governments of the United States and the Republic 
of the Congo (Leopoldville) on a program under Title 
1 of U. S. Public Law 480 for the sale to the Congo, 
over a period of six months, of $7.5 million worth of 
goods—mainly wheat flour, dry and canned milk, 
frozen chicken, and tobacco. Proceeds of the sale are 
to be used for economic development loans and grants, 
payment of U.S. obligations in the Congo, and other 
U.S. purposes. This program is to replace the program 
under Title II of P.L. 480 agreed upon in March 1961, 
and will supplement the assistance provided by the 
United States for commercial imports (see this News 
Survey, Vol. XIIl, p. 330). 


Paris, 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., December 4, 
1961. 


Petroleum Refining in Senegal 

The Société Africaine de Raffinage will construct 
within the next two years a refinery at Mbao, near 
Dakar. The capital required will be equally subscribed 
by the Banque Sénégalaise et de Développement and 
the Société Africaine des Pétroles. The operation of 
the refinery will employ some 200 people and will 
supply Senegal as well as neighboring countries with 
petroleum products. 
Source: Industries et Travaux d’Outre Mer, 

France, November 1961. 


Paris, 


Foreign Trade Controls in Ghana 


The Government of Ghana has revoked all open 
general import and export licenses and quota licenses. 
The revocation order applies immediately, but special 
import licenses are to be issued for goods shipped be- 
fore midnight on November 30 or for which full pay- 
ment had been made by midnight on that date. Im- 
porters and exporters will now have to apply for specific 
licenses. 

No official explanation for the move was given, but 
the Times states that it is believed to conform with the 
Government’s desire for stricter controls on imports 
and exports, to enable imports to be reduced and to 
improve the balance of payments position. 


Source: The Times, London, England, December 4, 
1961. 
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Iron Ore Deposits in Gabon 


The exploration of the Mékambo iron deposits in 
the Belinga area in northeastern Gabon, which is now 
virtually completed, indicates that Gabon possesses one 
of the largest known iron ore reserves in the western 
world. According to Société des Mines de Fer de 
Mékambo (SOMIFER), the consortium of Canadian 
and European enterprises which has made the explora- 
tion, a reserve of 70 million metric tons of 60 per cent 
ore has already been verified in the ore deposit of 
Belinga. The entire Mékambo deposit is put at ap- 
proximately | billion short tons of high-grade (64 per 
cent) ore. 

The development of a new port and the construc- 
tion of a railway from the mines to the port are now 
being studied. The cost of these facilities is estimated 
at $315 million. Should commercial exploitation prove 
feasible, development of the complex would have con- 
siderable importance for Gabon’s economic expansion. 
Not only would it yield 10-20 million tons of iron ore 
yearly, but it would also provide the first all-season rail 
surface route to the country’s interior and permit an 
expansion of the country’s forestry industry. 

If SOMIFER proceeds according to its present time- 
table, the Mékambo iron deposit will be in production 
in about ten years. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., December 4, 
1961. 


South African Discount Rate 


The South African Reserve Bank has announced a 
reduction of ¥2 per cent, to 4% per cent, in its dis- 
count rate “to stimulate domestic activity by edging 
back to South Africa’s traditional cheap money policy.” 
The rate had been 5 per cent since May 5, 1961. 

In an explanatory statement the Governor of the 
Reserve Bank stated that he regarded the reduction as 
carrying no risk: exchange controls had effectively 
halted the outflow of capital and there had been a 
reasonable inflow (totaling some R 68 million) through 
foreign loans to the Government, public corporations, 
and private industry. Gold and foreign exchange re- 
serves on December | were at the satisfactory level of 
R 247 million ($346 million), more than R 100 million 
above the low point reached on June 16, 1961. The 
balance of payments for this year should show a surplus 
of R 170 million on current account, compared with 
one of R 21 million in 1960. 


Foreign loans totaling R 100 million are to mature in 
1962, but the Governor felt confident that at least part 
of this sum would be offset by renewals or new loans. 
In addition, he stated that a stand-by credit of R 54 
million with the International Monetary Fund (see this 
News Survey, Vol. XIIl, p. 201) was still untouched. 


It is now expected that commercial banks will reduce 
their overdraft rates and deposit rates by ’% per cent. 
It was stated, however, that the Reserve Bank will not 
initiate a lowering of rates on gilt-edged. 

Source: The Financial Times, London, 


December 7, 1961. 


England, 


Far East and Australasia 
Indian Exports of Tea and Castor Oil 


According to the Chairman of the Indian Tea Board, 
both the production and the export of Indian tea have 
improved markedly since the end of 1960. Total pro- 
duction during January-September 1961 was 550.6 
million pounds, against 487.3 million pounds in the cor- 
responding period of 1960. During January-October 
1961, exports amounted to 330 million pounds, valued 
at Rs 924 million ($194 million), compared with 304 
million pounds, valued at Rs 853 million ($179 mil- 
lion), a year earlier. Export sales to the United King- 
dom, the principal buyer of Indian tea, increased by 
about 15 million pounds. The Chairman pointed out, 
however, that in certain traditional markets Indian tea 
was facing keen competition from other suppliers, es- 
pecially from Ceylon, East Africa, and Mainland 
China. 

Exports of castor oil declined sharply in January- 
July 1961, to 17,913 metric tons valued at Rs 27.6 
million ($5.8 million), from 40,649 metric tons valued 
at Rs 60.9 million ($12.8 million) in the comparable 
period of 1960. The decline was due mainly to the 
withdrawal of U.S. buyers from the Indian market, and 
to a lesser extent to reduced purchases by the United 
Kingdom, Australia, Spain, Sweden, and Canada. 


Sources: The Financial Express, Bombay, India, De- 
cember 2, 1961; The Journal of Commerce, 
New York, N. Y., December 7, 1961. 


Thai Rice Exports 


Thailand has signed a contract to export 300,000 
metric tons of rice to Indonesia. Shipments were to 
start with the marketing of the new rice crop in 
November. Thai exporters were notified on November 3 
that export licenses for substantial quantities of 25 per 
cent broken rice and lower grades would be withheld 
until further notice, in order to reserve available sup- 
plies of these types for shipment to Indonesia, which 
has been Thailand’s biggest customer for rice in 1961. 

Thailand’s total exports of rice from January to 
October 1961 were 1.3 million metric tons, compared 
with 1.0 million metric tons in the same period of 
1960 (see this News Survey, Vol. XIII, p. 15). 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., December 4, 
1961. 
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Support for Stock Market in Japan 


The Governor of the Bank of Japan, Mr. Masamichi 
Yamagiwa, in the first press interview of his second 
five-year term, made it clear that the Bank intended to 
take monetary measures to prevent a further decline of 
the stock market. The Dow-Jones average of stock 
prices on the Tokyo Stock Exchange dropped below 
¥ 1,300 on October 23 and again on November 30, 
from a peak of more than ¥ 1,800 reached in July, 
just before a series of stringent financial policy meas- 
ures was adopted (see this News Survey, Vol. XIII, 
pp. 213, 230, and 314). The Governor said that the 
Bank was planning to supply funds to the Japan Securi- 
ties Loan Company to relend on the security of bonds 
and debentures held by securities firms. Earlier (effec- 
tive from October 25), the Ministry of Finance had 
announced three measures to support the stock market: 
lowering of the margin requirement for credit trans- 
actions from 50 per cent to 40 per cent; abolition of 
the limit on the total value of new offerings by invest- 
ment trusts; and easing of the requirement that invest- 
ment trusts set aside a proportion of their net assets as 
reserves in the form of call money. 

The Governor also said that the biggest task of the 
Bank of Japan at present was to tide over the deteriora- 
tion in the balance of payments with a minimum of 
sacrifice. He added that in January-March 1962 the 
Bank would again purchase securities from financial 
institutions so as to ease the money market, which is 
seasonally very tight in those months because of tax 
collections by the Treasury (see this News Survey, 
Vol. XIII, p. 255). 


Nihon Keizai Shimbun, October 24, 1961, 
and The Japan Times, December 1, 1961, 
Tokyo, Japan. 


Sources: 


Philippine Exchange Restrictions 


With effect from November 21, 1961, the Central 
Bank of the Philippines imposed further temporary 
restrictions on the release of foreign exchange by au- 
thorized dealers in respect of transactions in invisibles. 
(1) Remittances of dividends, profits, and other earn- 
ings have been reduced by 50 per cent of remittable 
amounts. (2) Remittances for film rentals (including 
TV film rentals) have been reduced by 50 per cent 
of the remittable portion of the producers’ share. 
(3) Remittances against special blocked fiduciary ac- 
counts have been reduced by 20 per cent of the previ- 
ously authorized amounts. (4) Remittances of net in- 
surance balances by licensed foreign insurers operating 
in the Philippines to their head offices abroad have been 
reduced by 50 per cent of such balances. 


Source: Central Bank of the Philippines, Memorandum 
to Authorized Agents, Manila, Philippines, 
November 21, 1961. 


Australian Trade in November 


Australian imports in November were £A 70 million 
and exports some £A 102 million, resulting in a trade 
surplus of some £A 32 million, the largest monthly 
surplus since March 1957. This is the seventh conse- 
cutive month in which a surplus on merchandise ac- 
count has been recorded, following fourteen successive 
monthly deficits, and compares with surpluses of some 
£A 28 million in October and £A 14.5 million in 
September. In the first five months of the financial 
year 1961-62 the favorable balance on trading account 
has been nearly £A 96 million, compared with a deficit 
of £A 132 million in the same period last year. 

An appreciable contribution toward this improve- 
ment has been made by sales of wool, the proceeds of 
which have increased this season by approximately 20 
per cent, to £A 100 million. Total receipts of wool into 
brokers’ stores in the four months to October 31 
amounted to 2,958,990 bales, compared with 
2,742,511 bales for the corresponding period last year. 
Sales have totaled 1,420,055 bales, against 1,360,019 
bales last year, an increase of more than 4 per cent. 
Prices are considerably above those at the correspond- 
ing time last year, and have recently firmed slightly 
after a weakness which took them considerably below 
those at the start of the season. 


Sources: Australian News and Information Bureau, 
Australian Daily News, New York, N.Y., 
December 5, 1961; National Bank of Austra- 
lasia Limited, Wool Letter, Melbourne, Aus- 


tralia, November 25, 1961. 


Western Hemisphere 


U.S. Interest Rates on Time Deposits 


Member banks of the Federal Reserve System will 
be permitted, from January 1, 1962, to pay up to 3% 
per cent (compared with the present maximum rate of 
3 per cent) on savings and time deposits and certifi- 
cates of at least six months’ term, and up to 4 per cent 
on such deposits of one year or more. Member banks 
have about 50 million savings and time deposit ac- 
counts, amounting at present to some $67 billion, of 
which more than three fourths is owned by individuals. 

The increase will enable commercial banks to com- 
pete more strongly for U.S. savings and time deposits. 
It will also enable them to retain foreign deposits which 
might otherwise move abroad in search of higher re- 
turns, thereby intensifying an outflow of capital or gold 
to other countries; the action is thus in line with 
steps taken previously to moderate pressures on the U.S. 
balance of international payments. A _ longer-range 
effect should be to provide an added incentive to savers 
to provide the resources required to finance future 
economic growth. 
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The number of banks chat will increase their rates 
after January 1, and the rates which they may choose, 
are conjectural; but experience suggests that any moves 
toward higher rates are likely to be gradual. Although 
the maximum permissible rate was increased from 2 
per cent to the present 3 per cent almost five years 
ago, many banks still pay less than 3 per cent. 
Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D. C., 
December 1, 1961. 


Wage Rates in Panama 


From January 1, 1962, minimum hourly wage rates 

in Panama are to be raised by amounts varying from 

5 to 20 U.S. cents, according to the nature of the work. 

At present, the minimum hourly wage is 40 U.S. cents 

in Panama City and Colon and 25 US. cents elsewhere. 

Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Decem- 
ber 2, 1961. 


Brazilian Use of Foreign Credits 


The President of the Brazilian Council of Ministers, 
Mr. Tancredo Neves, in a speech to the Chamber of 
Deputies on November 14, announced that the Brazilian 
payments position was eased in 1961 by substantial 
drawings on foreign credits and by the reduced amorti- 
zation payments on the external debt. Brazil drew 
$262 million between May and November this year, as 
follows: from the International Monetary Fund, $60 
million; from the U.S. Treasury, $65 million; from the 
Export-Import Bank of Washington, $63 million; from 
private U.S. banks, $48 million; and from European 
banks, $26 million. Mr. Neves also announced that 
the new schedule for external debt payments (totaling 
$1,397 million in 1961-65) relieves the country of 
payments totaling $140 million in 1961, $177 million 
in 1962, and $9 million in 1/63. Payments in 1964 and 
1965 will, however, be increased by $134 million and 
$7 million, respectively. 


Sources: O Estadu de S. Paulo, Sao Paulo, Brazil, 
November 15, 1961; Bank of London & 
South America Limited, Fortnightly Review, 


London, England, December 2, 1961. 


New Bolivian Monetary Unit 


The Bolivian Congress has approved a new monetary 
unit, to be called the Bolivian peso; it will be introduced 
on January 1, 1962. The new unit will be equal to 
1,000 old bolivianos, so that 12,000  bolivianos, 
approximately the equivalent of US$1, will be equal 
to 12 Bolivian pesos. (See also this News Survey, 


Vol. XIII, p. 372.) 
Source: El Diario, La Paz, Bolivia, November 8, 1961. 


Fund Alternate Executive Director 

Mr. S.L.N. Simha, hitherto Deputy Economic Ad- 
viser in the Economic Department of the Reserve 
Bank of India, has been appointed Alternate Executive 
Director of the Fund for India, from December 12, 
1961. He succeeds Mr. I.G. Patel, who has returned to 
India as Chief Economic Adviser to the Ministry of 
Finance and Economic Adviser to 
Commission. 
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